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UNCLAS BRASILIA 5765 
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TAGS: EAGR, ETRD, BR 

SUBJECT: BRAZILIAN COEFEE PURCHASES AND BRAZILIAN VIEWS OF FUTURE 
COFFEE PRICES 

REE: BRASILIA 5136 AND PREVIOUS 

1. SUMMARY. BRAZIL'S NEWSPAPERS CONTINUE TO REPORT ON AND 
COMMENT ON BRAZIL'S COEFEE PURCHSES. GOB CONTINUES TO 
STATE BELIEF THAT COFFEE PRICES WILL RISE. END SUMMARY. 

2. ESTADO DE SAO PAULO CARRIED FURTHER REPORTS ON BRAZIL'S 
COFFEE PURCHSES IN ITS JULY 9 AND 1 1 EDITIONS. THE JULY 9 
STORY REPORTED THAT INTERBRAS PURCHASED 300,000 BAGS OF 
CENTRAL AMERICAN COFFEE ON THE NEW YORK MARKET (80,000 OF 
THESE BAGS WERE PURCHSED FROM ANDERSON CLAYTON). ACCORDING 
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TO THE ARTICLE THIS COEFEE WILL BE USED AS RAW MATERIAL 

FOR SOLUBLE COFFEE TO BE EXPORTED BY 

BRAZIL. THE STORY ALSO QUOTED COFFEE SPECIALISTS AS 

SAYING THAT THESE 300,000 BAGS OVERHANGING THE MARKET 

WERE EXERTING DOWNWARD PRESSURE ON THE PRICE OF BRAZILIAN 

COFFEE. 
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3. THE JULY 12 ESTADO DE SAO PAULO REPORTED THAT UN- 
IDENTIEIED COEEEE SOURCES CONSIDERED THAT THE ANNOUNCED 
BRAZILIAN PURCHASES WERE TOO SMALL TO AFEECT THE 
MARKET. THESE SOURCES SAID THAT A PURCHASES OF 500 TO 
800,000 BAGS WOULD BE NECESSARY TO EEFECTIVELY REVERSE 
THE PRICE DECLINE. 

4. A FRONT PAGE STORY IN THE GAZETA MERCANTIL (SAO 
PAULO) OF JULY 1 1 PONTED OUT THE CRITICAL DIEEERENCE 
"PLAYING THE MARKET" (BUYING COEEEE EUTURES) AND 
BUING PHYSICAL COFFEE. QUOTING A LONDON COEEEE SOURCE, 
THE STORY STATED THAT ONE REASON THE BRAZILIAN COEEEE 
MARKET INTERVENTION HAS NOT HAD A SIGNIEICANT IMPACT ON 
COFFEE PRICES WAS THAT THERE WAS AN EXCESS OE COFEEE 
CONTRACTS IN THE MARKET, AND THE HOLDERS OE THESE 
CONTRACTS WERE ONLY TOO ANXIOUS TO GET RID OE THEM WHEN 
A BUYER (BRAZIL) SHOWED UP. THE GAZETA'S SOURCE THOUGHT 
THAT UNTIL THE COEEEE ROASTERS GOT BACK INTO THE MARKET 
AGAIN TO BUY PHYSICAL COEEEE (ANOTHER 2 OR 3 MONTHS, 
ACCORDING TO THE STORY) COEEEE PRICES WILL REMAIN WEAK. 
THE GAZETA'S SOURCE ALSO COMMENTED THAT IT WAS NOT 
UNUSUAL FOR PRODUCING COUNTRIES TO INTERVENE IN THE 
EUTURES MARKET FOR THEIR PRODUCTS. 

5. GOB OEFICIALS CONTINUE TO MAINTAIN THAT COFEEE PRICES 
WILL RECOVER. MINISTER OF INDUSTRY AND COMMERCE CALMON 
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DE SA WAS QUOTED IN THE JULY 12 JORNAL DO BRAZIL (RIO) 

AS SYING THAT COFEEE PRICES WOULD RISE AGAIN " AS SOON 
AS THE SUMMER IN EUROPE ENDED." ACCORDING TO JULY 13 
ESTADO DE SAO PAULO, EINANCE MINSTER SIMONSEN REITERATED 
THAT BRAZIL WAS NOT CONTEMPLATING REDUCING THE MINIMUM 
REPORT REGISTRATION PRICE EOR COFFEE (CURRENTLY US$3.20/LB). 
IBC PRESIDENT CALAZANS SAID THAT THE EACT THAT BRAZIL 
HAD NOT SOLD COEFE RECENTLY (BECAUSE THE IBC MINIMUM 
EXPORT REGISTRATION PRICE HAS BEEN ABOVE THE MARKET 
PRICE) SHOULD NOT BE REGARDED AS A EAILURE IN BRAZIL'S 
COEEEE MARKETING POLICY, BECAUSE "BRAZIL DID NOT LOSE 
EOREIGN EXCHANGE BY NOT EXPORTING DURING THE PERIOD OE 
LOW PRICES; RATHER, BRAZIL WOULD HAVE LOST EOREIGN 
EXCHANGE HAD IT EXPORTED WHEN PRICES WERE LOW (JORNAL 
DO BRASIL, JULY 12)" ALTHOUGH THIS REASONING IS 
RATHER AWKWARD, IT IS CONSISTENT WITH THE GOB POSITION 
THAT COEEEE PRICES WILL RISE AND THAT IN THE SHORT-AND 
MEDIUM-TERM BRAZIL (I.E., BRAZIL'S BOP) WILL BE BETTER 
OEF BY WAITING FOR PRICES TO RISE BEEORE EXPORTING 
AGAIN. 

RUSER 
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